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Closing the Trade Gap 


In facing up to the problem of the foreign trade 
gap, the United States reacts somewhat like a man 
warned by the doctor that his health is in bad shape. 
The symptoms are clear enough. He knows that 
he is headed for trouble unless he makes rather 
drastic changes in his mode of living. But he isn’t 
feeling too sick at the moment, and hates to incon- 
venience himself as much as the doctor recommends. 

In the same way, thoughtful Americans today 
realize that the trade gap 
problem seriously threat- 
ens not only the economic 
health of the United 
States, but the stability of 
the world. They know 
that “business as usual” 
won't solve the problem, 
that nothing short of a 
forceful, far-sighted at- 
tack will go to the root 
of the trouble. Yet the 
necessary steps are painful 
ones that will be un- 
popular in many quarters; the cure has yet to begin. 


The Symptoms 


The symptoms should be all too clear to every 
U.S. taxpayer. Because the United States has been 
exporting far more than it imports, this “gap” in our 
foreign trade has been filled by loans and grants 
of the U.S. government, paid for by U.S. citizens. 
In the year 1949, the trade gap was over $5 billion— 
the amount which the U.S. spent for European 
recovery and other foreign aid programs. 

The tremendous dislocations following the war 
have made foreign aid a necessary and sound U. S. 
investment in winning the peace. If the trade gap 
could be accounted for only by the war, and would 
naturally disappear once reconstruction is accom- 
plished, the problem would not be so serious. The 
gap, however, has deeper roots. It goes back to a 
fundamental change in the role of the United States 
in the world economy. 

Thirty years ago the United States became a 
creditor rather than a debtor nation, selling to the 
rest of the world more than it buys. Corresponding 


ECA HITS FIRST SNAG 


As we go to press the House of Representatives 
is debating H. R. 7797, which contains the authori- 
zation for the third year of the Economic Coopera- 
tion Administration. On March 28 the House voted 
by teller vote to cut the funds from $2,950,000,000 
to $2,700,000,000,—a reduction of about 814%. 

The final decisions lie ahead, both as to amount 
and as to the extent to which we will use this pro- 
gram to dispose of surplus U. S. commodities. 


changes in U.S. economic policies, however, have not 
been made. We have not learned to behave as the 
world’s leading creditor nation; our thinking still 
harks back to our debtor days, when we were trying 
to achieve an export surplus. We still think of 
exports as “favorable” and imports as “unfavorable”. 

Actually this is not the case. Unless we adjust 
our policies so that other nations can earn the means 
to buy our goods, we must either cut down our 
export trade, or continue 
to give our goods away. 

A good example is the 
European Recovery Pro- 
gram, scheduled to make 
the participating countries 
independent of further aid 
by mid-1952. Reducing 
their dollar deficit de- 
pends in large measure 
on the willingness of 
the United States to 
accept more European 
goods. 


Possible Remedies 


To be remedied, the trade gap problem must be 
approached on many fronts: 

(1) Full recognition of the problem by the Ameri- 
can people. Public support is necessary for whatever 
governmental measures must be taken. 

(2) Increasing U.S. imports by lowering our trade 
barriers. The Trade Agreement Act comes up for 
renewal next year. Are changes needed to make it 
more effective in bringing down USS. tariff walls? 
Are we willing to cut away some of the red tape 
of customs formalities that keep goods out? Will 
we face squarely the problem of domestic producers 
who may be injured if imports rise? 

(3) U.S. investment abroad, which can help to 
close the gap. What can be done to encourage the 
flow of U.S. private investment? This is an impor- 
tant part of the “Point Four” program for aid to 
underdeveloped areas. Will further government aid 
be needed too? 

(4) Continued efforts to improve world economic 

(Continued on next page) 
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Next Move on Federal Aid 


On March 14 the House Education and Labor 
Committee voted 13 to 12 against reporting favorably 
S.246, the Federal Aid to Education bill which the 
League and many other organizations have been 
supporting. The Committee had previously voted 


to make S.246 the basis of its discussion rather than 
the so-called Barden bill. 


A Teachers’ Salary Bill? 


The Committee then voted 13 to 12 to begin 
consideration of a public school teachers’ salary bill 
on or about April 17. The one scheduled for 
Committee study is H.R.5939, introduced August 9, 
1949, by Mr. Burke (D., Ohio). It would provide 
$300,000,000 annually (the same amount as in S.246) 
to assist the states in raising salary schedules for 
teachers in public elementary and public secondary 
schools. Since all the money under this bill would 
go for teachers’ salaries, the controversy over trans- 
portation and other services to school children 
may be avoided. 

In its present form H.R. 5939 would distribute 
the funds on an objective formula to the 48 states, 
the District of Columbia and the Territories. The 
amounts going to each state would closely approxi- 
mate the distribution under S. 246. The bill requires 
that a specified percent of the revenue of each state 
must be spent for education, and that education for 
each child must be brought up to a specified mini- 
mum. It also requires a “just and equitable appor- 
tionment” of the federal funds to schools for minority 
races. There is a provision on “noninterference”, 
which forbids federal control over State and local 
administration, personnel, curriculum, instruction, 
or methods or materials of instruction. 

Since between 75°%% and 80% of public school 
budgets go for teachers’ salaries, a bill designed 
to help the states provide adequate salaries would 
meet the biggest current need. 


A School Construction Bill? 


Between now and April 17 a Subcommittee will 
study a school construction bill which some members 
may decide to push as a substitute for aid for current 
expenditures. 

Schools throughout the country are overcrowded. 
It is unquestionably true that additional school con- 
struction is needed. However, $300 million in fed- 
eral grants for school construction would be merely 
a gesture in the direction of meeting these require- 
ments which are estimated to exceed $10 billion. 
The most pressing need today is for qualified teach- 
ers, and this need would not be met if the House 
Committee reported out only a school construction 
bill. 

Either type of bill is likely to be considerably 
redrafted by the Committee before it is reported— 
if, indeed, a majority of the Committee members can 


succeed in reaching agreement on an education bill. 


CLOSING THE TRADE GAP 
(Continued from first page) 


conditions through the United Nations and the 
specialized agencies. ‘Trade problems cannot be 
solved apart from other economic problems. The 
International Trade Organization, an important link 
in the UN machinery, is yet to be created mainly 
because the U.S. has not joined. 

(5) More effective machinery in the executive 
branch of the government to give the trade gap prob- 
lem needed emphasis and coordinate all action affect- 
ing it. This might help to eliminate some dangerous 
inconsistencies in present U.S. policies. 

These are some of the lines along which the United 
States must work. The full picture of what must 
be done is not yet clear. One fact, though, stands 
out: Uncle Sam is likely to be a sick man in a few 
years unless he starts now to take some preventive 
medicine. 


% CURRENT LEGISLATION * 


Displaced Persons*: Senate voting on amendments to 
H. R. 4567 and on the Kilgore substitute * is scheduled to 
begin April 4. The Kilgore substitute * would virtually re- 
store H. R. 4567 to form in which it passed the House. 


European Recovery Program*: On March 24, 1950, the 
Senate Foreign Relations Committee reported out a new bill 
(S. 3304*) authorizing the full $2,950,000,000 requested by 
ECA (S. Report 1371). The Committee rejected several 
amendments, including one proposed by Senator Hicken- 
looper to cut the total amount authorized by $600,000,000. 


On March 22 the House Foreign Affairs Committee ordered 
reported favorably an “omnibus” foreign economic assistance 
bill, H. R. 7797. (House Report 1802). It would authorize 
$1,950,000,000 for ECA plus $1 billion in surplus crops. The 
bill also authorizes economic assistance for non-Communist 


China and Korea, U. S. contribution to UN relief for Arab 
Refugees, and Point 4 technical aid. 


International Trade Organization (H. J. Res. 236*): 
Hearings have not yet been scheduled in either House. 


Federal Aid to Education*: See article above. The Lucas 
Subcommittee of the House Education and Labor Committee 


is expected to begin hearings on school construction legis- 
lation on March 28. 


D. C. Home Rule (S. 1527*): Signatures of 42 more Rep- 
resentatives are needed on the Discharge Petition. 


Electoral College Amendment (S. J. Res. 2 and H. J. 
Res. 2) and UN agencies bill (H. J. Res. 334*): Both 
measures are still blocked by the House Rules Committee. 


* Indicates League support. 
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